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KEY ECONOMIC INDICATIONS 
June 1974 
Values in million US $ 


ITEM AND DATE OF MOST RECENT DATA SHOWN 1973 


GNP at current prices 20, 
GNP at constant (1961) prices 9; 
Per Capita GNP, constant prices (dollar) pe. 
Investments as current GNP Si3 
Investments in machinery and equipment LS 
Investments in plants and buildings es 
Notes in circulation (5/74) 9, 
Bank credit outstanding (4/74) 6, 
Net Gold and Foreign Exchange Reserves (4/74) Le 


Current Account Bal. of Payment (4/74) - 
Production: Major Agr. Fish,Mfg. Items 


Milk, 1000's of liters (2/74) Ly 
Fish, 1000's of metric tons (1/74) 2: 
Wood Pulp, 1000's of metric tons (2/74) ® 
Paper and Board, 1000's of metric tons (2/74) 1, 


Ferroalloys, 1000's of metric tons (2/74) 
Crude Steel, 1000's of metric tons (2/74) 
Aluminum, 1000's of metric tons (2/74) 


Electric power production, mill. Kwhr. (2/74) ims 
Housing Units Started (2/74) KO, 
Passenger Cars Registered (3/74) 91, 


Unemployment Rate (% of wage earners 4/74) 
Hourly wage male industrial workers 


(dollars) (0/74) 3. 


Indices: Consumer price (1968-100) (5/74) 
Wholesale Price (1961-100) (5/74) 
Industrial Production (1961-100) (4/74) 

Foreign Trade: 


Total Exports, Ecl. ships, FOB (4/74) 3; 


Exports to U.S. (4/74) 


Total Imports, Excl.ships, CIF (4/74) 5s 


Imports from U.S. (4/74) 
Imports from other main sources (Excl. ships 
Sweden (4/74) 
West Germany (4/74) 
United Kingdom (4/74) 
Ship Exports (4/74) 


Ship Imports (4/74) ls 


Source: Central Bureau of Statistics 
Par value US $ 1.00 = NKr. 5.50 (median rate) 


028 
200 
324 
000 
623 
945 
536 
613 
869 
362 


668 
708 
173 
386 
720 
963 
620 
745 
900 
000 


38 

140 
148 
174 


984 
263 
476 
403 


980 
804 
642 
941 
070 


1974 


21,036 
9,660 
2,428 

32,700 

NA 
NA 
9,205 
72496 
2,095 
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170 
48 

378 
246 
134 
176 
107 
14,046 
4,500 
20,700 
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Main Imports from U.S. January - April 1974 


Machinery 

Transport Equipment 

Chemical Compounds (mainly Alumina) 
Oilseeds (mainly soybeans) 

Coal, Fuel Oils, and lubricants 
Grains 

Fruit and Vegetables 

Scientific and Technical Instruments 
Tobacco, raw 


Main Exports to the U.S. January - April 1974 


Nickel 

Frozen Fish Fillets 
Canned Fish 
Aluminum 

Furs (mainly mink) 
Ferroalloys 
Machinery 
Fertilizers 


Source: Central Bureau of Statistics 


Par value US $ 1.00 = NKr. 5.50 (median rate) 
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SUMMARY 


A general economic upswing is now underway in Norway. Most leading 
economic indicators including industrial production, orders, inventories 
and investment plans point toward a continuation of the upward trend 
which, however, may be contained by increasing shortages of capacity and 
manpower. Investment demand has now replaced export demand as the prime 
growth factor although demand from abroad continues brisk. Commodity 
imports are rising rapidly because of the extraordinary price hikes in 
the last half year and because uptrending production warrants larger 
import volumes. Inflationary pressures are still very much at work in 
the economy but, compared with price developments among its major trading 
partners, Norway's competitive position does not appear to have been 
impaired. Imports from the United States almost doubled during the first 
four months of the current year compared with the same period of 1973. 
Most of the US gains were real and reflect current distortions in 

trading patterns as well as increased US competitiveness. 

The offshore industry, the maritime industry and the entire field of 


enviroment are the most attractive potential markets for US products in 
Norway. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economy Continues Bullish 


The current economic situation in Norway differs in many respects from 
developments in other Western countries. Production and demand are 

climbing, capacity utilyjzation ss generally high, and the labor market 

is very tight. Developments in production and orders indicate that 
investment demand has replaced export demand as the prime growth factor, 
although demand from abroad continues brisk. Consumer demand is still 
lagging. Commodity imports are increasing rapidly - more so than exports 
because of the extraordinary impact price in the last half year and because 
uptrending production warrants import volume increases. 

A different business trend from those of other countries is by no means 
unusual for Norway. The Norwegian economy appears to have an inherent time 
lag compared with its trading partners and also shows somewhat less amplitude 
in its business cycles. What is unique, however, is that Norway - despite its 
dependence on foreign trade - has avoided the recessions experienced by its 
trading partners during the last decade. The gross national product (GNP) 

has increased by a fairly stable 3.5 percent to 5 percent annual rate in that 
period and although wages and prices have risen at unprecedented rates, 
Norway's competitive position in international markets does not appear to have 
been impaired. Indications are that the current moderate economic setbacks 
abroad will leave Norway largely unaffected. The slacking economic pace abroad 
has thus so far not affected marketing conditions for the major Norwegian 
export products. 


Domestic order statistics promise continued strong investment activity for the 
rest of the current year. Consumer demand is, moreover, expected to pick up 
following fat spring wage and other income settlements and some tax reductions 
and consumer subsidy increase. It seems safe to assume that aggregate demand 
for goods and serviceSwill continue to rise during the second half of 1974. 
The 1974 GNP is officially projected to rise by 5 percent, compared with a 
3.5 percent increase in 1973. Judging by the near-full employment of human 
and material resources, upward pressures on wages and prices are likely to 
increase further. Extraordinary import requirements - particularly in 
connection with the North Sea petroleum activity - are expected to result in 
an all-time deficit on the 1974 current account of the balance of payments. 


Survey Indicates Growing Business Confidence 


A new quarterly survey designed to sound out business' evaluation of current 
economic trends, indicates a growing optimism in regard to near-future 

business prospects. The survey is carried out by the official Central Bureau 

of Statistics and covers more than 600 companies, representing about 75 percent 
of the total employment in mining and manufacturing. The companies are asked 
for their appraisal of a number of central economic indicators including 
production volume, employment, capacity utilization, and the order situation. 
The answers do not provide quantitative data to go upon, but are of the category 
"larger/anchanged/smaller" or "yes/no" and weighted according to the employment 
of each firm. 





The respondent companies’ assessment of economic developments in the half year 
ending March 31, 1974 confirms the general impression that Norway has entered 
a new phase of marked economic upswing. About 40 percent of the companies 
reported higher volumes of production in the first quarter of the current year 
than in the lst quarter of 1973 while 19 percent of the firms had registered 

a fall-off in output. As far as the economic outlook is concerned, 26 percent 
of the companies interviewed anticipated improved overall prospects for their 
firms in the second quarter of 1974 compared with the previous quarter, while 
7 percent foresaw business setbacks. These figures bear evidence of a 
substantially more bullish attitude than at the end of 1973 when 19 percent of 
the interviewees foresaw improved prospects and a full 27 percent expected 
business setbacks. Although the general uncertainty during the oil crisis may 
have had a temporarily dampening effect on business confidence toward the end 
of 1973, part of the new optimistic outlook undoubtedly reflects a genuine 
economic upswing since last fall. 


In regard to individual industry groups, the change toward a more optimistic 
mood was most pronounced in chemicals, oil refining, coal, mining, rubber, 
plastics, engineering, pulp and paper and wood products. 


Capacity Limitations May Curb Uptrend in Manufacturing Industry Production 


The seasonally adjusted production index for mining, electric power production 
and manufacturing for February - April remained at about the level of the 
preceding three month period. The underlying production trend of the 
manufacturing industries is, however, still pointing upward, although the rate 

of growth is expected to taper off as a result of increasing shortages of 
capacity and manpower. Capacity shortages are already pronounced in some export 
industries. The seasonally adjusted production index for the export industry has 
thus remained fairly constant since November - January. 


The capital goods industry has now replaced the export industry as the most 
dynamic group, and domestic investment demand appears to provide the strongest 
growth impulse. 


The output of capital goods, seasonally adjusted, rose at an annual rate of 
3.2 percent in February - April. The underlying trend was, however, steeper, 
because a temporary unusually sharp drop in the output of transport equipment 
in April brought the three month index average down. 


Production of consumer goods continued to lag in February - April, but the spring 
wage settlements can be anticipated to give fillip to this industry, part of 
which has been operating below capacity levels. 





Domestic Investment Demand Swells Order Books 


Order statistics for the first quarter show a strong increase in new orders 

for the primary iron and metal industries (aluminum, ferroalloys, iron and 

steel, magnesium, etc). The value of new export orders, which account for 

the bulk of the sales of the primary iron and metal products, rose 28 percent 
above the corresponding 1973 level, and domestic orders were up 29 percent. 

A substantial part of the increase was attributable to higher world market 
prices. The influx of new orders from domestic customers for capital goods 
(defined as products’ from the machinery, engineering and electrotechnical 
industries), which normally shows a seasonal reduction in the first quarter 

of the year, rose by 19 percent this year also, partly reflecting higher price 
levels. New order data confirmed that a marked upward shift in domestic orders 
for capital goods started in mid-1973 following near stagnation since the fall 
of 1969. All parts of the capital goods industry appear to have benefited from 
the new domestic capital spending spree. The engineering industry, buildings of 
ships and drilling rigs excluded - recorded a 12 percent increase in new domestic 
orders in January - March and in the electrical engineering industry orders rose 
by 30 percent. New first quarter orders to the chemical industry increased by 33 
percent, by 60 percent for domestic customers alone. The development of new 
orders was, however, weak for the textile and clothing industries. Judged by the 
industry groups covered by the order statistics, domestic investment demand con- 
tinued to rise during the winter months of 1974, demand from abroad was still 
strong, and consumer demand continued to lag. 


The order backlog continues to rise. Order reserves at the end of the first 
quarter in the iron and metal industry, and in the chemical industry, were up 

55 percent and 34 percent, resepetively, over one year earlier. Export order 
reserves, however, rose less sharply (by 14 percent) during the same period. 

The latest available survey of investment plans supports the above indications 
that businessmen have raised their sights for capital spending. Investment plans 
for 1974 at the end of March were thus 9 percent above the value of planned 
investments for 1974 registered at the end of November 1973. Total planned 1974 
investments in mining, industry and electric power development are now at 

$ 1.9 billion,54 percent above the comparable capital spending in 1973, which, 
even discounting for inflation, implies a very substantial investment growth in 
the current year. The largest single group of investment projects is that 
related to the North Sea petroleum extracting and refining, oil drilling rigs 
included, which will increase by 63 percent to $ 885 million. 

The optimistic oulook is, however, apparently not shared by the Norwegian ship- 
owners. New orders for ships, gas tankers excluded, so far this year (mid-June) 
wereonly two percent of the reeord 18 million gross registered tons ordered at 
domestic and foreign yards in 1973. 


Imports, Exports at Record Levels 


High and rising economic activity, low inventories of import goods and antici- 
pated price rises in foreign markets have swelled imports so far this year. 
During the first five months the value of the commodity imports (ships and oil 
drilling rigs excluded) rose by 45 percent to $ 3.1 billion. In March - May 
alone commodity imports rose by 47 percent compared with the corresponding 1973 
period. 





Seasonally adjusted value figures indicate a strong underlying upward trend. 
Rising prices account for the greater part of the increased valuation of 

imports this year, although the rise in volume is also substantial. Whereas 

the import price index (ships excluded) rose by 22 percent in the one-year 
period through the first quarter of 1974, and by 9 percent in January - May 
alone, the corresponding volume increases were 15 percent and 5 percent respectively. 
Data for the first quarter, breaking down imports into categories of usage, show 
that consumer goods, capital goods and "input" goods (raw material and semi- 
finished products) rose by 20 percent, 28 percent and 55 percent respectively. 
As was but reasonable petroleum and petroleum products recorded the largest 
increase; a whopping 158 percent in terms of value. 


The value of Norway's exports continued to rise, according to the most recent 
statistics. Commodity exports (ships excluded) rose by 32 percent during the 
first five months compared with the same 1973 period, by 38 percent in March- 

May alone. The greater part of the rise was attributable to price developments 
for a number of principal export products, including petroleum products, plastics, 
electrical machinery, pulp and paper, and iron and steel. Exports of several 
major products have for months taken place partly from inventories because of 
full capacity utilization, and further increases in export volume are therefore 
likely to slow down. 


The steeper rate of growth of imports than exports has resulted in a commodity 
import surplus ( exports of new ships included) of $ 888 million in January - 

May, or two thirds more than in the first five months of 1973. The deficit on 
current account of the balance of payments was $ 210 million in January - April, 
almost three times above the corresponding 1973 deficit, but rather modest in view 
of the $ 1.3 billion deficit officially projected for the full current year. 


Despite the growing current account deficit. Norway's international liquidity 
status is improving. 

Total reserves of foreign exchange stood at a record $ 2.1 billion at the end 

of April, up 7.9 percent since the beginning of the 1974. The rise is attri- 
butable to a large net inflow of long-term capital. The increase in the current 
account deficit is also not viewed with concern because of the prospect of large 
earnings within a year or so from oil and gas exports. 


Inflationary Pressures Strong but Presumably Manageable 


Comprehensive two-year wage/income settlements are now almost concluded. Wages 
and selaries in the bulk of Norwegian industry and public administration, retail 
trade excluded, are estimated to increase by an average of 13 percent in 1974. 
In addition to the negotiated increases, wage drift, will add an estimated extra 
7 percent to the pay checks of the employees of the industries affected by wage 
drift (one-third to one-half of the workers in the manufacturing industries). 
Farmers and fishermen, for whom settlements have yet to be concluded, will have 
their income raised by comparable amounts through increased prices and subsidies. 





Except for agriculture, where the income settlement was turned over to a compul- 
sory wage arbitration board, most settlements have been reached peacefully and 
there seems to be a common feeling in industry and government that the wage. price 
outlook is not too gloomy. Price developments have been fairly satisfactory at 
least as of mid-June. During the one-year period ending May 15 the Norwegian con- 
sumer price index (CPI) rose by 8.8 percent, which is a lower rate of inflation 
than in most other OECD countries. The CPI, which rose 3.8 percent in December - 
May, is officially projected to rise by 10 percent during the full year 1974. 

The effects of any possible tax cuts that may be made would doubtless create 
additional inflationary pressures. 


IMPLICATIONS FOR THE UNITED STATES 


Continued strengthening of industrial demand; price increases, especailly in 

raw materials and semi-manufactures; and continued weakness of the dollar all 
contributed to an extraordinary export performance in the Norwegian market 

during the first four months of 1974, as compared to the same period last year. 
Total Norwegian imports increased some 45 percent, while imports from the United 
States soared 92 percent, from NKr. 614.7 million to NKr. 1,183.5 million. 

Our share of the Norwegian import market jumped from 6.6 percent to 8.8 percent, 
and our position as number four supplier country to Norway strengthened, largely 
at the expense of Denmark and the UK, whose market shares slipped from 6.7 percent 
to 5.8 percent and from 12.6 percent to 11.3 percent respectively. 


That the U.S. gains were real, and not solely attributable to price inflation, 
may be deduced from the following brief tabulation comparing the January - April 
periods of 1973 and 1974: 

INCREASE IN IMPORT INCREASE IN IMPORTS 
PRODUCT CATEGORY UNIT PRICE INDEX FROM U.S. 


Transport Equipment q O44g% 
Textiles J 157% 
Non-precious metal products, n.e.c. 131% 
Iron & Steel q 130% 
Non-Electric machinery 4O% 


Electric machinery 6% 32% 


of 


Instruments, photo & optical prod. - 8% 36% 
(Source: Central Bureau of Statistics) 


With the exception of the category "transport equipment" (where the bulk of the 
gain represents delivery of a semi-submersible drilling rig), the spectacular 
percentage gains took place in non-traditional market sectors and reflect current 
distortions in trading patterns caused by worldwide shortages of raw materials and 
capacity, as well as increased American competitiveness. The opportunities for 
sustained growth, however, probably lie in those categories where the United States 
has traditionally been strong: transport equipment,electric and non-electric 
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machinery, and instruments. Considering the market opportunities that exist or 
that are on the horizon, it appears that there is still room for expansion in 

these sectors. 

Equipment for the Norwegian oil industry, for example, falls in all four sectors. 
And despite an official government policy of ."make haste slowly" in the development 
of Norwegian off-shore oil and gas resources, this market should remain strong for 
some time to come. Norwegian interests have more than forty drillings rigs on order 
(including the United States), and Norwegian shipyards have over 27 orders for rigs 
on their books. While official policy grants preference to Norwegian suppliers, 
Norwegian industry is by no means in a position to furnish all the equipment that 
is needed. There is a current demand for subsea equipment, blowout preventors, 
risers. rotary tables, draw works, mud pumps, mud treatment systems, gas turbines, 
generators, and electrical systems and components. And although government policy 
may slow the overall tempo of offshore exploration operations in the future, seven 
new concession areas are expected to be awarded this year with the understanding 
that exploration on them should begin rapidly. American companies are strong 
contenders for these awards. Additionally, development of the giant Ekofisk and 
associated fields continues apace, and development of the Frigg gas field will 

soon be under way. 


Plummeting bulk charter shipments account for the drastic fall-off in new ship orders 
mentioned in Section I of this report. Nevertheless, maritime equipment remains 


one of the most attractive markets in Norway, and Norwegian trade sources 

continue to express amazement that U.S. manufacturers and exporters appear to be 
less active in Norway than they might be. Equipment in this sector with high sales 
potential includes underwater painting equipment; waste disposal systems; explosion- 
proof fans; cyrogenic pumps for LNG carriers; all types of on-board pollution 
control equipment; Omega and satellite navigations systems; gas detection instru- 
ments; underwater hull inspection equipment; and sophisticated fire detection, 
extinguishing, and alarm systems. 


Norway has a relatively high proportion of heavy polluting industries: pulp and 
paper, primary metals, fish processing, and others. Pollution limits for 
individual plants have now been set by the authorities, and a wave of investment 

in pollution control equipment and instrumentation is expected, beginning this year. 
Market research indicates strong potential demand particularly for sampling and 
analyzing instruments. A list of specific products with high sales potential has 
been published by the U.S. Department of Commerce in connection with the "Ecology 
75" exhibition to be held at the U.S. Trade Center for Scandinavia, located in 
Stockholm, from December 9-13, 1974. U.S. firms interested in entering, or expand- 
ing sales in, the Norwegian and other Nordic markets should seriously consider 
participating in this show. As its name indicates, the reach of this U.S. 
government trade promotion facility is areawide, and it is expected that a large 
number of prospective representatives and end-users from Norway will attend the 
show. 


In the not-too-distant future a new industry will come to Norway - basic petro- 
chemicals. Current plans call for the construction of an ethylene cracker and 





associated vinyl chloride, polyethylene, and polyurethane plants; other 
facilities, based on Norwegian North Sea natural gas and gas liquids, are 
under consideration. 


Development of this industry will create expanded sales opportunities for 
processing equipment and process and pollution control instrumentation. 


In 1973 the United States captured the position of number four supplier 
country. to Norway, and, as noted above, has consolidated its position so 
far this year. 

Increased attention to the "mega-market" opportunities in Norway by 
American manufacturers and exports can lead us to an even greater market 
share. 
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